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BEGIN SUMMARY: THE TRENDS OF RISING INFLATION AND DEEPEN- 
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ING RECESSION GO SERENELY ON, AND INCREASING WORRY ABOUT 
THE SITUATION PUSHED STERLING TO A NEW OVERALL LOW. THE 
TRADE BALANCE, HOWEVER, IS STRENGTHENING AT A SURPRISING- 
LY RAPID RATE. END SUMMARY 

1 . STERLING. EOR THE SECOND TIME IN LESS THAN A MONTH, 
STERLING CAME UNDER STRONG MARKET PRESSURE AND FELL TO 
NEW LOWS AGAINST THE CURRENCIES OF BRITAIN'S MAJOR TRADING 
PARTNERS. ON THE BASIS OE THE BANK OF ENGLAND'S TRADE- 
WEIGHTED MEASURE OE STERLING DEPRECIATION (SINCE SMITHSON- 
IAN), THE POUND PELL TO A RECORD LOW OP 26.2 PERCENT ON 
THURSDAY (JUNE 12) AFTER HAVING TOUCHED AS LOW AS 26.5 
PERCENT DURING THE MID-DAY. VIS-A-VIS THE DOLLAR, SPOT 
STERLING FELL 440 POINTS WITH THE MAJOR DETERIORATION 
OCCURRING ON WEDNESDAY AND THURSDAY (JUNE 1 1 AND 12). 
FOREIGN EXCHANGE DEALERS CONTINUE TO CITE CONCERN AND UN- 
CERTAINTY OVER THE UK GOVERNMENT'S ABILITY TO CONTROL THE 
RATE OF INFLATION AS THE PRINCIPLE CONTRIBUTORY CAUSE OF 
THE WEAKNESS. THERE WERE REPORTS MID-WEEK OF MAJOR MOVE- 
MENTS OUT OF STERLING BY EUROPEAN FINANCIAL CONCERNS WHICH 
GENERATED THE RUN. PRESS REPORTS INDICATE THAT THE BANK 

OF ENGLAND INJECTED $100 MILLION TO SUPPORT THE RATE ON 
THURSDAY. 

2. TRADE. THE UK RECORDED A SURPLUS ON CURRENT ACCOUNT IN 
MAY WITH A SURPRISING NON-OIL TRADE SURPLUS ONLY BARELY 
OFFSET BY AN OIL DEFICIT. THE USUAL MONTHLY INVISIBLE 
SURPLUS BROUGHT THE CURRENT ACCOUNT INTO A 104 MILLION 
POUND SURPLUS. THE OIL DEFICIT WAS 226 MILLION POUNDS, 

CLOSE TO ITS LEVEL OF THE PAST 3 MONTHS. THE NON-OIL 
ACCOUNT WAS 210 MILLION POUNDS IN SURPLUS, FOR A VISIBLE 
TRADE DEFICIT OF ONLY 16 MILLION POUNDS. SOME OF THE 
SURPRISINGLY STRONG NON-OIL ACCOUNT PERFORMANCE IS ATTRIB- 
UTED TO A CATCHING UP ON EXPORT SHIPMENTS AFTER THE LONDON 
DOCK STRIKE OF MARCH, BUT IT IS ALSO NOTED THAT IMPORT 
VALUE FELL IN MAY. 

3. RETAIL PRICES. THE RETAIL PRICE INDEX JUMPED BY 4.2 
PERCENT IN MAY FROM I29.I TO 134.5. OVER THE PAST 12 
MONTHS, RETAIL PRICES ARE NOW UP BY 25 PERCENT, AND HAVE 
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INCREASED AT AN ANNUAL RATE OF OVER 30 PERCENT IN THE PAST 
3 MONTHS. MUCH OF THE MAY INCREASE IS ATTRIBUTED TO THE 
INDIRECT TAX HIKES IN THE APRIL 15 BUDGET IN WHICH INTER 
ALTA VAT ON MOST CONSUMER DURABLES WAS RAISED FROM 8 PER- 
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CENT TO 25 PERCENT FROM MAY I, 1975 (JANUARY 1974 EQUALS 
100 ). 

4. WHOLESALE PRICES. THE INDEX OE WHOLESALE OUTPUT PRICES 
(DOMESTIC GOODS, EX-FACTORY) ROSE 2.7 PERCENT, FROM 182.3 
IN APRIL TO 187.3 IN MAY (1970 EQUALS 100). MUCH OF THE 
UNCLASSIFIED 
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RISE IS ATTRIBUTED TO THE RISE IN EXCISE TAXES ON TOBACCO 
AND ALCOHOL INTRODUCED IN THE APRIL 15 BUDGET AND EXCLUD- 
ING THE TAX-INDUCED RISE, THE INDEX ROSE BY LESS 
THAN I PERCENT. FOR A YEAR, THE INDEX IS UP BY 25.7 PER- 
CENT. WHOLESALE INPUT PRICES (RAW MATERIALS AND EUELS) 
ROSE LI PERCENT, FROM 222.8 IN APRIL TO 225.2 IN MAY. 

OVER A 12-MONTH PERIOD THIS INDEX IS NOW UP ONLY 5.2 PER- 
CENT. 

5. INVESTMENT. THE LATEST DEPARTMENT OF INDUSTRY INVEST- 
MENT INTENTIONS SURVEY INDICATES THAT FIXED CAPITAL EX- 
PENDITURE BY MANUFACTURERS WILL DECLINE BY 15 PERCENT IN 
1975 OVER 1974. THE SURVEY SHOWS COMPANY INTENTIONS ARE 
TO INVEST ABOUT THE SAME LEVEL IN 1976 AS IN 1975. 

6. INVESTMENT. PROVISIONAL FIGURES INDICATE THAT FIXED 
CAPITAL EXPENDITURE BY ALL INDUSTRY FFI.L BY 9.6 PERCENT 
(SEASONALLY ADJUSTED) IN THE EIRST QUARTER OF 1975 OVER 
THE FOURTH QUARTER OE 1974. FIXED INVESTMENT IN MANU- 
FACTURING FELL BY 8.2 PERCENT FOR THE SAME TIME FRAME. 

FOR BOTH SERIES, THE FIRST QUARTER 1975 FIGURE IS BELOW 
ANY OE THE 4 QUARTERS OF 1974. 

7. RETAIL SALES. SPENDING TO AVOID THE TAX INCREASES IN 

THE APRIL 15 BUDGET BOOSTED RETAIL SALES ANOMALOUSLY. THE 
FINAL APRIL INDEX NUMBER IS 120.2 (1971 EQUALS 100), 

COMPARED TO 109.4 IN MARCH. THIS IS A RISE OF 9.9 PERCENT 
BETWEEN THE TWO MONTHS. 

8. CONSUMER CREDIT. THE APRIL SPENDING SPREE ALSO INDUCED 
A 15.8 PERCENT RISE IN INSTALLMENT CREDIT EXTENDED BY 
FINANCE HOUSES AND RETAILERS. SUCH CREDIT HAD FALLEN IN 
EACH OF THE FIRST 3 MONTHS OF THIS YEAR. 

9. OUTPUT. STEEL PRODUCTION FELL IN MAY TO ITS LOWEST 
LEVEL SINCE EEBRUARY 1972, WHEN IT WAS DISRUPTED BY A 
COAL MINERS STRIKE. 

10. FORECASTS. THE NATIONAL INSTITUTE OF ECONOMIC AND 
SOCIAL RESEARCH (NIESR) FORESEES LOW GROWTH, RISING UNEM- 
PLOYMENT, CONTINUED INFLATION FOR THE UK IN ITS QUARTERLY 
FORECAST. NIESR CALLS FOR A STRENGTHENED INCOMES POLICY 
UNCLASSIFIED 
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(SEE SEPTEL). FOR BROKERAGE EIRMS' ESTIMATE OF BALANCE 
OF PAYMENTS IMPACT OF NORTH SEA OIL 1975-1980, SEE 
LONDON A-528, DATED JUNE 10, 1975. 
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1 1 . EXCHANGE RATE AND GOLD: 

6/5 6/12 CHANGE 

EXCHANGE RATE $2.3225 $2.2785 DOWN $0.0440 
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EFFECTIVE DEPRECIATION 

(PERCENT) 24.6 26.2 WIDENED 1.6 

UNCLASSIFIED 
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GOLD 

$165.25 

$166.00 

UP $0.75 

12. FORWARD DISCOUNT ON STERLING: 

6/5 

6/12 

CHANGE 

1 MONTH 

0.80 

0.95 

UP 0.15 

3 MONTHS 

2.55 

2.90 

UP 0.35 

6 MONTHS 

5.40 

5.85 

UP 0.45 


(ALL FIGURES IN CENTS) 


13. EURODOLLAR INTEREST RATES: 

6/5 6/12 CHANGE 

1 MONTH 5-7/8 5-1/2 DOWN 3/8 

3 MONTHS 6-1/4 5-7/8 DOWN 3/8 

6 MONTHS 7-1/8 6-3/4 DOWN 3/8 

14. LOCAL AUTHORITY DEPOSIT RATES: 

6/5 6/12 CHANGE 

1 MONTH 9-3/8 9-3/8 UNCHANGED 

3 MONTHS 10 9-7/8 DOWN 1/8 

6 MONTHS 10-3/8 10-1/8 DOWN 1/4 

15. THE MINIMUM LENDING RATE REMAINED UNCHANGED AT 10 
PERCENT ON FRIDAY, JUNE 13, 1975. 

RICHARDSON 
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